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COMMONWEALTH Holidan Swws OF CANADA LIMITED 


A SHORT HISTORY 


1962 - 1974 


The Company had its beginnings in June, 1962 when David Rubinoff opened the first 
Holiday Inn in Ontario in London, on Wellington Road near its junction with Highway 
4O1. Mr. Rubinoff, a successful London developer had realised as he watched traffic 
streaming past this junction that a hotel built on this site would probably be very 
successful. Being unfamiliar with the hotel industry, he studied the market whilst 
on numerous trips in the United States, and perceived that a relatively new chain 
seemed to be coping with the problem of building and operating hotels in a unique 
way. The Company was Holiday Inns, Incorporated of America of Memphis, Tennessee. 
Mr. Rubinoff persuaded the chain's founder, Mr. Kemmons Wilson to grant him a 
foreign franchise. The ten year period between 1962 and 1972 witnessed the growth 
of the Company to its present position as the largest Canadian hotelier in the 
world with operations spanning two continents and five Caribbean Islands. 


London's first Holiday Inn was unique for this type of roadside facility. It pro- 
vided a standardised high level of modern accommodation - such luxuries as they 
were considered at that time, as television in every room, air-conditioning, extra 
long double-sized beds, unlimited quantities of ice, all at no extra charge. Soon 
after opening, it was operating successfully and the level of commercial and tourist 
business achieved, indicated the need for another Inn. A second was constructed in 
the downtown core of London at King Street and Wellington Road. This Inn in the 
city's centre provided modern accommodation in a garden-like setting, where no new 
hotels had been built for many. years. It rapidly became a success. Before long, 
it developed into one of the main centres in the city for business and social 
events, and eventually became the home for the Chamber of Commerce. 


The volume of business and social travel between London and the province's major 
city, Toronto, some 120 miles to the east, clearly indicated the advantages of 
building an Inn there. In November, 1963, a 200 room Holiday Inn was opened in 

the city's west end. Its location beside the major north/south highway 27 near 

its junction with the nearly completed Trans-Provincial Highway 401, which extended 
from Windsor to the Quebec Border near Montreal, and its proximity to the Interna- 
tional Airport, predicted its immediate popularlity with both business and recrea- 
tional travellers. 


The Development _of a Corporation, 1964-1967 


By early 1964, with three Inns in operation, the exclusive right to build and 
operate 24 Holiday Inns in Ontario was negotiated. In March of the same year, 

a private Company was incorporated to acquire the three existing Inns and Mr. 
Rubinoff's rights with respect to further franchises for Holiday Inns in Ontario. 
At this time, an active Board of Directors was appointed, its members drawn from 
the senior echelons of law, financial and eductional institutions, and from senior 


ie ve 2 $ 
uty hehe mY hee eat ede Bai 


ra - yt 
ok veg? ie , >i 
\ oa ) 
pean” 
~ 
” y 7] f — 
ned sty te a sh 
HAs 2 bar y MOM 
7 . * af 
a LU i 
; rae 2S Wee at oe eae 
NT 4 ie, a 
tien =r 
le ~ Sg 
f ODE 
mS 
7 CRS « ; Pe roe d 
‘ ~) 1 at % Ge 
fh era i 
i 4 did : vs patie 
ra 4 ad 
‘ , con s De aay 2 fs it ©) < 
i ; a it. ce x? ie 
’ stash nd 4 
ae re ; tS | | 
rhea? : S545 3.2 a : ' ne Aa 
oY > elt hi oe : tt 
ars 2 T MAAS, Lws ny een : 
oe oe Se ee ear Lm 
ea: iy se Hees: ° ie ¢ Fe & xt re aye! “* LES nee 
Gon oo he: ; 
tise} ae Be By ate bBo OWS 


a 20 
pe? pie 


we , an rs 
: Ee Laney, 
Fae REN he rs ~ Bee: 
iy har WS Orie : 
] 
Yi eae bent ete 

2 


46h aia FSi 


i. ont, - ; dae aah" 


Xin’ we : : F af yy ey tgs 
os gan bOar we mt | fei ele 


; Lt. ry a Sh Nake 2 ete bill Pye 

2 in q 
ae git as i ee? oh wi: sn nes 
faSiat: |G BMPs he 
fal> Rage). wy) 


aka -" 


paetir dN lt (ane 
! 


Sot at ; 


efehepvce bre 


management of Holiday Inns Incorporated. This change in the corporate entity and 
its relationship with Holiday Inns Incorporated of America, broadened the Company's 
source of financing and facilitated the raising of future capital on more favour- 
able terms than otherwise would have been possible. During this period, ten more 
“Inns were constructed or acquired in Ontario, bringing the total to 14 Inns with a 
total of 2,166 rooms in operation. 


Chatham (1965) St. "Catharines (1966) 
Kitchener (1965) Thunder Bay (1966) 
Ottawa (1965) Toronto East (1966) 
Hamilton (1966) Kingston (1967) 
Peterborough (1966) Oakville (1967) 


Windsor (1967) 


These Inns were situated in important centres of the province and formed the 
nucleus of the Ontario chain of Holiday Inns. 


The rapid expansion required an equally repaid growth in the ranks of senior 
management. A vigourous recruiting programme saw the acquisition of personnel 

who brought with them additional expertise in the areas of site selection and 
development, the operation of the loding and food departments of the Company 

and in the area of financial controls. The development of sophisticated control 
procedures soon followed, including the introduction of accurate monthly computer- 
ised statements of costs and revenues. 


In 1965, Associated Innkeepers Supply was incorporated as a subsidiary Company. 
Its initial function was the bulk purchase of supplies and furnishings for the 
Inns. Soon however, it branched out into the areas of total design and furnishing 
of the Company's Inns and in this role, has won several international awards for 
the design of new Inns and its renovation of older properties. 


The Growth Years, 1968 - 1972 


As the exclusive right to build and operate Holiday Inns in all the nine other 
provinces of Canada was held by another Company, areas outside the country came under 
active consideration for a programme of continuing expansion. Consequently, six 
franchises were sought and obtained to build Inns in the Caribbean resort area on 

the Islands of Antigua, Barbados, Grenada, St. Kitts, St. Lucia and Trinidad to serve 
the massive north American market consisting of more than 220 million people. Con- 
current with the move into the Caribbean tourist area, the Company's interest was 
drawn to another English-speaking tourist and business area, the United Kingdom. 
Extensive research and feasability studies revealed an acute shortage of hotel rooms, 
especially of the calibre of Holiday Inns, and that because of the increase in 
travel, both for business and pleasure, the prospects for a well operated chain 

would be excellent. The Company sought and was granted 15 franchises for the 

United Kingdom. The first Inn to be built there was at Plymouth, in Devonshire, 

on a magnificent site overlooking the historic Plymouth Hoe. It was opened in 
December, 1970. 
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An additional 10 franchises were acquired in 1968 by the Company for Ontario and 
its exclusive right to build in the province was extended to December 31, 1973. 
Two franchises in the state of Michigan were also acquired at this time for Inns 
at Pontiac and Port Huron. 


.During the same year, the Company was converted into a Public Company, and its 

name changed to Commonwealth Holiday Inns of Canada Limited. In December, 1968, 
shares were offered and sold to the public. These shares were subsequently posted 
for trading on the Montreal and Toronto Stock Exchanges. This underwriting provided 
a further source of funds which permitted an acceleration in plans for further ex- 
pansion. By now, the Company had built for itself an enviable reputation as an 
owner, operator and developer of hotels, so much so, that domestic and foreign 
sources of capital and developers began to approach the Company with proposals in 
ever increasing numbers. 


Twenty-six Inns were brought into operation during this period. 


Brantford (1968) Edmonton (1970) 
Barrie (1969) Sudbury (1970) 
Chatham (1968) Toronto-Yorkdale (1970) 
Port Huron (1968) Plymouth, England (1970) 
Pontiac (1968) SeeeLuchS (1970) 
Huntsville (1968) Grenada (1970) 
Antigua (1968) Oshawa (1971) 
Barbados (1969) Sarnia (1971) 
Toronto-Don Valley (1969) Sydney, Nova Scotia (1971) 
Kenora (1969) Toronto-Airport (1971) 


Years of Consolidation, 1972 - 1974 


At this time, negotiations were proceeding for further expansion into Europe, 
specifically Portugal. This entry into a new area of operations was facilitated 
through an affiliation with InterHotel, a large Portuguese Development Company. 
Initial plans included a luxury 385 room resort hotel on the Island of Madeira 
and a second on the Portuguese mainland in the resort area of the Algarve's semi- 
tropical south coast. 


In 1972, an agreement was drawn up with Commonwealth Development Corporation, a 
large United Kingdom Crown Corporation, owning and operating resort hotels in the 
western Caribbean, whereby both Companies transferred their hotels and Inns to a 
Company to be known as Allied Innkeepers of Bermuda, in which each had an equal 
interest. All the properties in the resultant chain are Holiday Inns and with the 
completion of the Holiday Inn at Port-of-Spain, Trinidad, it will comprise more 
than 1,000 rooms. This chain is now managed by Commonwealth for a fee. In the 
early part of 1973, a marketing agreement was signed between Air Canada, Canada's 
major airline and Allied Innkeepers of Bermuda to jointly promote travel to these 
Inns. 
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1972, the tenth year since the opening of the first Inn saw momentous strides 

in the Company's development. In February, the 504 room 27 storey Holiday Inn, 
Ottawa-Centre opened. In May, the largest Holiday Inn in the world, the 750 room, 
27 storey Holiday Inn, Toronto-Downtown, situated in the heart of that city was 
opened. With six Inns in the city of Toronto, totalling more than 2,100 rooms, 
Commonwealth Holiday Inns became the largest hotelier in that city. June saw the 
openings of Inns at Lethbridge, Alberta - 144 rooms, and at Longueuil, an Inn of 
215 rooms across the river from Montreal, Canada's largest city. The new Inns in 
Ottawa and Toronto incorporated a new feature - revolving rooftop restaurants. 

In October, an Inn on the Island of St. Kitts opened. During the same month, the 
Company's first Portuguese Inn opened on the Island of Madeira, a 304 room luxury 
hotel. 


Inns opened in 1972 were: 


Ottawa-Centre 504 rooms February 

Toronto-Down town 750 rooms May : 
Lethbridge, Alberta 144 rooms June 

Longueuil, Quebec 215 rooms June 

Sty Kitts. Wok, 60 rooms October 

Madeira, Portugal 304 rooms October 


April of 1973 was an important month in the Company's history - two Commonwealth 
Holiday Inns were opened simultaneously in the heart of London, England. Holiday 
Inn, London - Swiss Cottage, a 300 room luxury hotel situated in the centre of 
London near Regent's Park, only minutes from the West-End and Holiday Inn, London- 
Marble Arch, a 250 room luxury hotel located at the west end of Oxford Street in 
the West-End also. 


The 200 room Holiday Inn, Burlington, Ontario opened in May located on the Queen 
Elizabeth Highway between Hamilton and Toronto. The Company's United Kingdom 
operations were expanded further by the opening in July, 1973 of the 250 room 
Holiday Inn, Slough/Windsor on the outskirts of London, near Heathrow Airport 

and the important business centre of Slough and close to the historic Royal resi- 
dence of Windsor Castle. 


In August, a luxury resort hotel, the 270 room Holiday Inn, Grand Island opened 

its doors. Situated on an Island in the Niagara River, and set in a secluded area, 
the Inn overlooks the river and has an adjacent 18 hole championship golf course. 
Tennis courts, indoor and outdoor pools, saunas, children's movies and games rooms 
complete the Inn's resort atmosphere. 


In November the announcement was made by the Company of the beginning of construction 
of the world's largest Holiday Inn,in Montreal - Holiday Inn, Montreal - Centre, an 

870 room, 43 storey luxury hotel to be built at Dorchester Boulevard West and Drummound 
Street in downtown Montreal. This hotel will open in February, 1976 in time for the 
Olympic Games to be held in the city during the summer. 
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The Company's first Inn in France was opened in December - Holiday Inn, Tignes 
Val d'Isere, a 150 room luxury hotel built 8,000 feet above sea-level among 

the peaks of the famous Val d'lsere skiing area. The Inn's high elevation 
ensures adequate snow for all-year-round skiing. During the same month, Holiday 
Inn, Trinidad, W.1. a 253 high-rise hotel with a revolving rooftop restaurant 
opened. Located in the downtown area of Port-of-Spain, it will serve both the 
business and vacationing traveller. 


This year, 1974, began with the opening of the 418 room Holiday Inn, Winnipeg- 
Downtown, the Company's 50th Inn. Located in the heart of Winnipeg, the hotel's 
design incorporates several unusual features; a huge indoor swimming pool and 
multi-level recreation area, Caribbean rooms overlooking the pool and futuristic 
year 2,000 rooms, decorated with an eye to the future,in addition to more con- 
ventional suties. The hotel is connected by overhead ‘bridge to Winnipeg's new 
Convention Centre. 


February and April witnessed the openings of Inns in Collingwood, (80 rooms) and 
Owen Sound, (80 rooms) both cities located in one of the summer/winter resort 
areas of central Ontario. 


Holiday Inn, Halifax-Centre recently opened. It is a 14 storey, 186 room Inn 
located in the centre of the city, quite close to the famous Citadel. 


Commonwealth Holiday Inns slated for opening later during the year are: 


Cornwall July 80 rooms 
Sault Ste Marie July 200 rooms 
Sherbrooke, Quebec July 120 rooms 
Estoril, Portugal July 186 rooms 
Orillia, Ontario October 80 rooms 
Montreal-Pointe Claire, Quebec November 312 rooms 


During 1975, the new 22 storey, 350 room Holiday Inn, London City-Centre will open 
in March, increasing that city's number of downtown first class Holiday Inn rooms 
to more than 600, and the city's three Holiday Inns will then provide a total in 
excess of 900 first class hotel rooms. 


Other Inns to be opened during 1975 will be: 


Quebec City-Downtown, Quebec January 250 rooms 
Saskatoon-Downtown, Alberta February 200 rooms 
Vancouver-Harbour Side, B.C. April 454 rooms 
Timmins, Ontario May 80 rooms 
Algarve, Portugal May 300 rooms 


In 1976, so far the following Inns will be opened: 


Montreal-Centre, Quebec February 868 rooms 
Lisbon-Downtown, Portugal May 300 rooms 


16 INNS ARE PRESENTLY UNDER CONSTRUCTION, TOTALLING 4,187 ROOMS. 
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This growth would not have been possible had it not been for Mr. Rubinoff's 
success in gathering around him a competent and skilled group of planners 

and administrators headed and directed by Mr. Ernest B. Fletcher, President 
and Chief Operating Officer of the Company. This team was guided and advised 
by an experienced Board of Directors. None of the Company's achievements 
would have been attained but for the devoted service of Innkeepers, Depart- 
mental Heads, and each member of the Inns! staffs and Head Office staff. 


Above all, much is owed to the tremendous amount of assistance, information, 

advice and help extended to the Company by Holiday Inns Incorporated of America 
through its great wealth of experience, and such indispensible aids as the 

Holidex (R) reservation system, the vast network of Holiday Inns, Innkeepers’ 
School, Holiday Inn University, the great resources provided by the International , 
Association of Holiday Inns marketing and advertising programmes, and the constant 
flow of information and innovative ideas. 


Commonwealth Holiday Inns of Canada, an integrated international system of food 
and lodging facilities, ranging from wayside motels and resorts, to major down- 
twon hotels across Canada, in the United States, the Caribbean, Great Britain 
and Europe. 


A full, integrated Company, operating internationally, a leader in its field, 
selecting, planning, designing, constructing, furnishing, equipping, operating 
and marketing, more hotel properties than any other Canadian Company. A record 
of unrivalled achievement behind it, a dynamic future yet to be realized. 
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toast to Coast in Canada 


lirteen years ago in London, Ontario, the opening of 
#120 room Holiday Inn marked the beginning of our 
|ympany, which was later to become Commonwealth 
|liday Inns of Canada Limited. With the completion 
the Vancouver-Broadway Inn earlier this year, the 
»mpany’s operations now stretch coast to coast across 
lanada, into the United States, south to six Caribbean 
jiands, across the Atlantic to Great Britain, France 
iid Portugal. There are 64 Inns now in operation and 
# under construction, for a total of nearly 16,000 rooms, 
presenting an investment of more than $400 million. 


i] 


Holiday Inn Halifax-Centre 


Cover, clockwise from top left: 


Holiday Inn Grand Island/Niagara (U.S.A.) 
Holiday Inn Port of Spain (Trinidad) 
Holiday Inn London-Swiss Cottage (U.K.) 
i Holiday Inn Ottawa-Centre (Canada) 


Holiday Inn Montréal-Dominion Square (Opening 1976) 
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Financial Highlights 


Year ended October 31, 1974 


1974 1973 Change 
Sales —all Inns $109,545,456 $ 83,896,032 + 31% 
Sales — excluding managed Inns $ 99,691,716 $ 75,909,304 + 31% 
Earnings before taxes | $ 6,020,114 $ 5,615,594 + 7% 
Earnings from operations $ 2,660,114 $ 2,640,594 
Dividends on preferred shares $ 203,014 
Earnings available to common shareholders 
(before extraordinary item) $ 2,457,100 $ 2,640,594 — 7% 
Per Share 46¢ 50¢ 
Extraordinary Item $ 293,951 
Earnings available to common shareholders $ 2,163,149 $ 2,640,594 
Per Share | 4i¢ 50¢ 
Cash flow from operations* $ 11,550,997 $ 9,412,941 + 23% 
Per Share $ Delia, $ erate 
Working capital $ 2,128,202 $ 62,027 
Additions to plant and equipment $ 20,115,644 $ 28,523,564 — 29% 
Total assets at year end $133,335,462 $119,591 ,737 +11% 


*Cash flow consists of earnings from operations plus charges which do not require an outlay of funds. 
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Report to the Shareholders 


On behalf of the Board of Directors, we are pleased to present 
the annual report on operations and the financial statements 
of your Company for the fiscal year ended October 31, 1974. 


e Gross operating revenue for the period under review 
reached $109,545,456, an increase of 31%, exceeding the 
$100 million mark for the first time. 

® Earnings available to common shareholders (before an 
extraordinary item) decreased by 7% to $2,457,100 or 46¢ 
per share, reflecting the effect of lower occupancy levels in 
the Company’s off shore Inns due to higher air travel costs 


and uncertain worldwide economic conditions. By contrast, 


notwithstanding the addition of a substantial number of 


room units to the Company’s Canadian Inns, as noted below, 


the Canadian operation experienced substantial increases 
in revenue and earnings together with improved operating 
margins confirming our belief that Canada’s tourist indus- 


try would not be adversely affected during 1974 by petro-_— 


leum shortages in the United States. 

e Cash flow from operations has grown threefold in the past 
five years and in 1974 increased by 23% to $11,550,997 
or $2.17 per share. This is an important measure of the 
Company’s financial strength—its ability to meet current 
obligations and finance growth from funds generated 
internally. 

During the year, your Company reached several important 
milestones in its relatively short history with the opening in 
Winnipeg of its 50th Inn and as mentioned earlier, achieving 
more than $100,000,000 in gross revenue. In addition to Win- 
nipeg, the Company opened new Inns at Collingwood, Owen 
Sound, Cornwall and Sault Ste. Marie, Ontario; Newcastle, 
England; Port of Spain, Trinidad; and managed Inns at Hali- 
fax, Nova Scotia, and Tignes, France, adding almost 1,800 
rooms to operations for a total of 10,909 at year end. 

The performance of each of the Company’s Innsis subject 
to review by management onan on-going basis to ensure that 
revenue and profit are maintained at acceptable levels. In 
keeping with this policy, the Company’s leasehold interest in 
the Holiday Inn of Pontiac, Michigan was recently sold to an- 
other franchise holder who operates other Holiday Innsin the 
United States. 

Recently, the Company consummated a joint management 
agreement with Holiday Inns, Inc. under the terms of which 
the Company will operate the latter company’s five Inns lo- 
cated in Birmingham, Dover, Leicester, Liverpool and London- 
Heathrow Airport in the United Kingdom. The Company now 
operates eleven Inns in that country with a total of 2,607 
rooms. 

We are pleased to announce the appointment of RobertA. 
Rubinoff as Executive Vice President of the Company. He 
has been in charge of the Company’s development and oper- 
ations in the United Kingdom and Europe for the past six years. 
Mr. Rubinoff will shortly be relocated in the Canadian Exec- 
utive Offices of the Company at London, Ontario. 


David Rubinoff, Chairman of the Board, and Ernest B. Fletcher, President 


We face the many challenges that 1975 will present with 
confidence, strengthened in our knowledge of the experience, 
skills and dedication of the Company’s more than 8,000 em- 
ployees in Canada and abroad. On behalf of the Directors, we 
extend our gratitude to them for the valuable contributions they 
have made to the Company’s progress during the past year. 


March 1, 1975 
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Consolidated balance sheet 


October 31, 1974 (with comparative amounts for 1973) 


ASSETS 


Current: 

Cash 

Accounts receivable 

Amount due under sale commitment : 
Inventories—at the lower of cost and net realizable value 
Prepaid expenses 


Fixed—at cost—Notes 2 and 12: 
Land 

Buildings, leaseholds, etc. 
Furnishings and equipment 


Less accumulated depreciation and amortization 


Major renovations (net of amortization to date 
of $1,302,202 in 1974 and $759,246 in 1973) 


Inns under construction 
—at cost (of which land amounts to $2,352,374 in 1974; $3,530,916 in 1973) 


Investments—Wote 3 


Deferred costs and franchises: 

Opening and development costs—net—Wote 4 
Cost of borrowing—net—Note 4 
Franchises—Holiday Inns, Inc.—at cost 


(See accompanying notes) 


1974 


6,801,508 
7,221,528 


2,826,046 
1,928,925 


18,778,007 


4,861,883 
62,723,396 
24,343,718 


91,928,997 
12,158,822 


79,770,175 


2,356,997 
82,127,172 


18,628,699 
7,547,399 


3,517,694 
1,001,619 
1,734,872 


6,254,185 


$133,335,462 


1973 


$ 4,130,928 
5,728,805 
3,850,000 
1,606,687 
1,021,308 


16,337,728 


3,568,011 
45,255,343 
20,883,336 


69,706,690 
9,141,739 


60,564,951 


2,041,868 
62,606,819 


27,527,740 
6,942,168 


3,808,727 
922,617 
1,445,938 


6,177,282 


$119,591 ,737 


LIABILITIES 


1974 1973 
Current: 
Accounts payable and accrued charges 13,690,802 $ 10,766,862 
Taxes payable 1,417,684 786,098 
Long term debt payable within one year 1,541,319 4,722,741 
16,649,805 16,275,701 
Long term debt—Note 5 73,560,663 70,568,181 
Deferred gains 
(net of amortization to date of $205,800 in 1974 and $151,018 in 1973) 1,440,332 1,272,300 
Deferred income taxes—WNote 6 14,646,986 11,521,602 
Minority interest in subsidiary company 797,309 616,756 
Shareholders’ equity: 
Capital—Note 7 
Authorized: 
800,000 preferred shares of $25 par value each (nil in 1973) 
7,425,000 common shares of no par value (7,425,000 common shares of $1 par value each in 1973) 
Issued and fully paid: 
200,000 8% cumulative, redeemable convertible preferred shares—Series A 5,000,000 
5,317,731 common shares (1974 and 1973) 5,317,731 5,317,731 
Contributed surplus 4,267,025 4,267,025 
Retained earnings—Note 8 11,655,611 9,752,441 
26,240,367 19,337,197 
$ 133,335,462 $ 119,591,737 


On behalf of the Board 


Director 


P é 


Director bet Clb 


Consolidated statement of earnings 


Year ended October 31, 1974 (with comparative amounts for 1973) 


1974 1973 
Total sales of company operated and managed Inns and other revenues $ 109,545,456 $ 83,896,032 
Less sales of managed Inns 10,463,283 8,477,405 
99,082,173 75,418,627 
Management fees . 609,543 490,677 
Sales and other revenues—company only $ 99,691,716 $ 75,909,304 
Earnings from operations before charges as set out below $ 28,907,361 $ 21,592,610 
Rent 10,948,000 7,942,355 
Depreciation and amortization 3,925,131 2,980,682 
Amortization of deferred expenses 1,418,534 606,853 
Interest on long term debt 6,153,582 4,202,126 
22,445,247 15,732,016 
6,462,114 "5,860,594 
Equity in losses of affiliate—Note 3 442,000 245,000 
Earnings before taxes on income and extraordinary item 6,020,114 5,615,594 
Taxes on income—Note 6 3,360,000 2,975,000 
Earnings before extraordinary item 2,660,114 2,640,594 
Extraordinary item: 
Foreign exchange loss on repayment of long term debt due in Deutsch Marks 
(net of accumulated deferred foreign exchange gains) 293,951 
Net earnings for year $ 2,366,163 $ 2,640,594 
Earnings per share—Note 13: 
Earnings before extraordinary item $ 0.46 $ 0.50 
Net earnings $ 0.41 $ 0.50 


(See accompanying notes) 


Consolidated statement of retained earnings 


Year ended October 31, 1974 (with comparative amounts for 1973) 


1974 1973 
Balance beginning of year $ 9,752,441 $ 7,111,847 
Add net earnings for year ee 2,366,163 2,640,594 
12,118,604 9,752,441 
Deduct: 
Dividends on preferred shares 203,014 
Expenses in connection with issue of preferred shares 
(net of income taxes of $142,600) 259,979 
| 462,993 


Balance end of year $ 11,655,611 $ 9,752,441 


| RS RS SSS RS RS SS SSS SSS SSS SSS SS SE SSE SR SSSR 


Consolidated statement of contributed surplus 


Year ended October 31, 1974 (with comparative amounts for 1973) 


1974 1973 
Balance beginning of year $ 4,267,025 $ 4,173,450 
Excess over par value of common shares issued during year 93,575 
Balance end of year $ 4,267,025 $ 4,267,025 


SS SSS SS SS 


(See accompanying notes) 
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Consolidated statement of changes 
in financial position 


Year ended October 31, 1974 (with comparative amounts for 1973) 


1974 1973 
Working capital beginning of year 62,027 $ 1,955,621 
Source of funds: 
Operations consisting of: 
Earnings for year before extraordinary item 2,660,114 2,640,594 
Add 
Deferred income taxes 3,160,000 2,975,000 
Depreciation and amortization 5,343,665 3,587,535 
Other non-cash items 387,218 209,812 
11,550,997 9,412,941 
Gain on foreign exchange futures 265,232 
Mortgages and other long term loans 10,196,190 19,306,661 
Investment by minority interest in shares of a subsidiary 180,553 114,891 
Sale of shares (net of share issue expense in 1974) 4,597,420 103,425 
Amount due under sale commitment 3,850,000 
Sale of fixed assets 2,400,000 
28,925,160 33,053,150 
Application of funds: 
Purchase of fixed assets (including Inns under construction) 
and major renovations 20,115,644 28,523,564 
Investments 1,047,231 368,011 
Deferred expenses 1,206,503 1,903,986 
Franchises 288,934 274,931 
Reduction of long term debt (including foreign exchange loss in 1974) 3,997,659 3,876,252 
Dividends on preferred shares 203,014 
26,858,985 34,946,744 
Increase (decrease) in working capital 2,066,175 (1,893,594) 
Working capital end of year $ 2,128,202 62,027 


(See accompanying notes) 


Auditors’ Report 


To the Shareholders of 
Commonwealth Holiday Inns of Canada Limited. 


We have examined the consolidated balance sheet of 
Commonwealth Holiday Inns of Canada Limited and its 
subsidiaries as at October 31, 1974 and the consolidated 
statements of earnings, retained earnings, contributed surplus 
and changes in financial position for the year then ended. Our 
examination included a general review of the accounting 
procedures and such tests of the accounting records and other 
supporting evidence as we considered necessary in the 
circumstances. 


In our opinion these consolidated financial statements present 
fairly the financial position of the companies as at October 31, 
1974 and the results of their operations and the changes in their 
financial position for the year then ended in accordance with 
generally accepted accounting principles applied on a basis 
consistent with that of the preceding year. 


London, Canada. 
January 6, 1975. 


Clarkson, Gordon & Co., 
Chartered Accountants. 
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Notes to the Consolidated Financial Statements 


October 31, 1974 


1. Significant accounting policies 


Principles of consolidation 
The consolidated financial statements include the accounts of the 
company, its wholly-owned subsidiaries and its partly-owned 
subsidiary (65%) Allied Inn Keepers of Trinidad and Tobago 
Limited. The minority interest in the results of operations of this 
partly-owned subsidiary is included with rent expense in the 
consolidated statement of earnings (1974 $58,550 loss; 
1973—Nil). 

The investment in shares of Allied Innkeepers (Bermuda) 
Limited which represents a 33/3% equity interest is accounted for 
on an equity basis (see a/so Note 3). 


Foreign exchange 

In the accompanying consolidated financial statements, the 
translation of foreign currencies into Canadian dollars has been 
made on the following basis: 


Current assets and current 
liabilities 


—at the exchange rates in 
effect as at the balance 
sheet date 

—at the exchange rates in 
effect when the assets were 
acquired or the liabilities 


Non-current assets and non- 
current liabilities 


incurred 

Sales and expenses —at the average exchange 
rates for the year 

Fixed assets 


The company follows the policy of capitalizing interest and 
property taxes during the construction period in respect of owned 
Inns and those costs and expenses incurred during the 
construction period not paid for by the owners in respect of leased 
Inns. These latter expenditures are carried as leasehold costs. 

Additionally, the company follows the policy of capitalizing 
certain expenses and reducing the provision for depreciation and 
amortization during a period immediately following the opening of 
both owned and leased Inns (subject to predetermined maximum 
amounts) on the following basis. During the period beginning with 
the date on which any rooms are first available to be rented and 
ending not later than twelve months thereafter, rent, interest, 
insurance, property taxes, depreciation and amortization are 
charged to income in accordance with a scale established by 
reference to occupancy. In any month to which this policy applies, 
such expenses, charged to income, cannot be reduced, by the 
operation of the policy, below an amount equal to the income from 
the particular Inn immediately before such charges. In accounting 
for this policy the provision for depreciation and amortization is 
reduced during the applicable period and the appropriate portion of 
rent, interest, insurance and property taxes is added to either 
buildings or leasehold costs and depreciated at the company’s 
normal rates. 


Depreciation and amortization is computed on a straight-line 
basis at the following annual rates: 


Building and leaseholds *2Vo% 
Paving 4 
Furniture and equipment 9 
Swimming pools 10 


*A higher rate is applied to leaseholds if, at the time of the expenditure, the remaining 
term of the lease plus one renewal period is less than 40 years. 


Major renovations 

The costs of major renovation programs, consisting primarily of 
replacement of equipment and major maintenance, are deferred 
and amortized over a sixty month period. 


Deferred costs 

Costs incurred in connection with the development and opening of 
Inns are deferred and amortized over the first sixty months of 
operations. Costs incurred in connection with obtaining long term 
debt are deferred and amortized over the term of the respective 
borrowing. 


Deferred gains 

Gains realized by the company on sale and leaseback 
transactions are deferred and transferred to income over the terms 
of the applicable leases. 


Income taxes 

Income taxes are provided on the basis of accounting income. 
Income taxes not currently payable, resulting from claiming for 
income tax purposes deferred costs as incurred, interest during 
the construction period and capital cost allowances in excess of 
depreciation and amortization, are credited to deferred income 
taxes. This account will be charged in those future years, when, as 
a result of the application of these timing differences, income taxes 
actually payable will be greater than the amounts provided for in 
those years. (see Note 6) 


2. Fixed assets 


A major portion of the real estate and furniture and equipment is 
pledged to secure mortgages and other long term debt. 

The total of amounts carried as leasehold costs in the 
accompanying consolidated financial statements by virtue of the 
application of accounting policies referred to in Note 1, amounts to 
$8,730,000 ($8,525,000 in 1973). 


3. Investments 


This consists of investments in Allied Innkeepers (Bermuda) 
Limited and certain other companies, particulars of which are as 
follows: 


1974 1973 
Allied Innkeepers (Bermuda) Limited: 
Ordinary shares (33/3%)—at cost $ 240,000 $ 240,000 
Debentures—at cost 6,326,054 5,570,054 
Advances on open account 1,419,792 1,073,530 
7,985,846 6,883,584 
Less reduction in carrying 
value of investment 1,704,292 1,262,292 
6,281,554 5,621,292 
Shares of company in Guadeloupe 
(39%)—at cost 198,388 198,388 
Debentures of company which owns the 
Inn in St. Lucia (pledged as 
security for certain long term debt) 1,067,457 1,122,488 
$7,547,399 $6,942,168 


As the company accounts for its investment in shares of Allied 
Innkeepers (Bermuda) Limited on an equity basis, an additional 
provision of $442,000 has been made in 1974 for the company’s | 
share of the loss of that company for its year ended September 30, 
1974. 

During the year $756,000 of advances on open account was 
converted into debentures. 


4. Deferred costs 


These consist of the cost and accumulated amortization of 
deferred costs which have not been fully amortized at October 31, 
1974. 


Unamortized balance 


October 31 
Accumulated 

Cost amortization 1974 1973 
Deferred opening 
and develop- 

ment costs $5,031,149 $1,513,455 $3,517,694 $3,808,727 
Deferred cost of 

borrowing 1,491,154 489,535 1,001,619 922,617 


$6,522,303 $2,002,990 $4,519,313 $4,731,344 


During the year ended October 31, 1974, deferred costs were 
increased by $1,206,503 and were reduced by amortization of 
$1,418,534. Additionally, pre-opening and development costs of 
$887,376, which were fully amortized, were eliminated from the 
accounts. 


5. Long term debt 


Long term debt outstanding at October 31, 1974 and 1973 consists 
of: 


1974 1973 


Payable within 


one year Amount 


(a) Real estate mortgages 
payable: 8%2%-12%2% first 
and second mortgages 
due on varying dates from 
1975 to 1999 


Payable in foreign currency 

U.S. $27,577,782 (Cdn. $27,445,412) 
T.T. $ 4,400,000 (Cdn. $ 2,109,300) 
U.K. £ 125,000 (Cdn.$ 287,500) 


(b) Sinking fund 
debentures payable: 
72% senior debentures 
maturing December 1, 
1979 (sinking fund 
payment of $100,000 in 
each of the years 1975 to 
1979 and $50,000 on 
maturity) 

7% series “A” 
subordinated debentures 
matured June 30, 1974 
6% series “B” 
subordinated debentures 
maturing June 30, 1979 
(sinking fund payments 
of $40,000 annually) 


$1,177,533 $53,531,531 $46,032,646 


100,000 550,000 650,000 


200,000 


40,000 
140,000 


200,000 
750,000 


200,000 
1,050,000 


* 


(c) Secured notes 
payable: 

67/3% secured notes 
maturing June 30, 1991, 
repayable semi-annually 
by payments of blended 
principal and interest of 
$428,000 U.S. 
commencing December 
31, 1974 (secured by 
mortgages and first 
floating charge on certain 
property) ($8,500,000 
U.S.) 280,967 8,659,977 8,659,977 
Deduct amount of 

secured notes assumed 

by Allied Innkeepers 

(Bermuda) Limited 

($1,730,000 U.S.) for 

which the company 


remains directly liable 57,181 1,762,477 1,762,477 
223,786 6,897,500 6,897,500 


(d) Due to bankers: 

Term bank loans due 
$1,000,000 in November 
1975, and $2,120,593 in 
November 1976. (The 
$1,120,593 loan is secured by 
the assignment of a debenture 
(see note 3) and the balance 
of $2,000,000 is secured by a 
$5,000,000 floating charge 
debenture and the assignment 
of accounts receivable) 


3,120,593 3,133,120 


(e) Interim financing repayable 
from proceeds of committed 
mortgage loans (secured by 
first mortgages on certain 
properties) 


10,802,358 18,177,656 


Payable in foreign currency 
U.S. $4,268,622 
(Cdn. $4,179,816) 
75,101,982 
1,541,319 
$73,560,663 


75,290,922 
4,722,741 


$70,568,181 


$1,541,319 


Less payable within one year 


Instalments of long-term debt (excluding interim financing) payable 
each year for the next five years are: 


1975—$1 ,541,319 1978—$7,553,227 
1976—— 93285;929 1979— 3,447,705 
1977— 7,747,496 


6. Income taxes 


Deferred taxes were further increased during the year by 
$3,125,384 particulars of which are as follows: 


Taxes on income $3,360,000 

Provision for taxes on 

deferred gains 107,984 
3,467,984 

Less reduction in income 

taxes relating to expenses in 

connection with issue of . 

preferred shares 142,600 
3,325,384 

Deduct portion of above 

included in current liabilities 200,000 

$3,125,384 


7. Capital 


By Articles of Amendment dated April 1, 1974 the authorized 
capital of the company was increased by the creation of 800,000 
preferred shares with a par value of $25 each. These shares are 
issuable in series and during the year ended October 31, 1974, the 
company issued 200,000 of these preferred shares as 8% 
cumulative redeemable convertible preferred shares, Series A with 
a par value of $25 each to underwriters for cash of $5,000,000. 

The preferred shares, Series A, are redeemable after April 29, 
1979 at their par value plus a premium of $1.50 if redeemed prior 
to April 29, 1982; $1.00 if redeemed thereafter and prior to April 29, 
1985; $0.50 if redeemed thereafter and prior to April 29, 1988; and 
without premium thereafter and will be convertible into common 
shares on or prior to April 30, 1979 on the basis of 3 common 
shares for each preferred share and thereafter to April 30, 1984 on 
the basis of 22 common shares for each preferred share. 

By Articles of Amendment dated April 1, 1974 the 7,425,000 
authorized common shares of $1.00 par value were converted into 
7,425,000 common shares of no par value. 
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As at October 31, 1974, common shares are reserved as 
follows: 


For issuance under share purchase warrants— 
at $2.00 per share (expiring June 30, 1978) 250,000 


at $8.00 per share (expiring November 1, 1984) 250,026 


500,026 
For issuance to employees— 
at $7.00 per share *27,300 
at 10% below market price at date option 
is granted 22,700 50,000 
For issuance to preferred shareholders 
under conversion privileges attaching to 
the preferred shares—Series A 600,000 
1,150,026 


*During the year, the options granted to employees to purchase common shares at 
$10.90 per share were cancelled and new options were granted to purchase 27,300 
common shares at $7.00 per share. 


8. Restrictions on dividends 


The trust indentures relating to the sinking fund debentures and 
the preferred shares — Series A contain various restrictions 
relating to the payment of dividends (other than dividends on the 
preferred shares — Series A), the redemption, cancellation or 
retirement of the company’s shares or any other such distributions. 
As at October 31, 1974, under the most restrictive provision, 
$3,366,163 was available for any such distributions. 


9. Contingent liabilities 
and commitments 


The company is contingently liable with respect to certain 
indebtedness and commitments assumed by Allied Innkeepers 
(Bermuda) Limited in connection with the sale of net assets to that 
company in 1972. As at October 31, 1974, such indebtedness of 
Allied Innkeepers (Bermuda) Limited amounts to $450,000 and 
such commitments which relate to lease payments over the next 
twenty years in respect of two Caribbean Inns amount to 
$10,400,000. 

These amounts are in addition to the $1,762,477 of 67/s% 
secured notes which were assumed by Allied Innkeepers 
(Bermuda) Limited for which the company remains directly liable. 
(See Note 5) 
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The cost to complete Inns under construction as at October 31, 
1974 has been estimated at $14,174,000 extending into 1976, no 
portion of which is reflected in the accompanying consolidated 
financial statements. The company is committed to purchase an 
interest in two additional Inns, upon their completion, at a cost of 
approximately $5,000,000. 

Certain of the mechanics liens registered against two of the 
company’s Inns during 1971 by reason of the insolvency of the 
general contractor engaged to construct these Inns remain 
unsettled as at October 31, 1974. In the opinion of the company’s 
solicitor, after all adjustments have been made, the company will 
not suffer losses in respect of the properties referred to above in 
excess of amounts included in liabilities in the accompanying 
consolidated financial statements. 


10. Long-term leases and fees 


The company has entered into agreements to lease properties 
which are operated as Inns for periods varying from 4 to 90 years 
at total minimum rentals for the remaining terms of the leases of 
approximately $347,000,000. Total minimum fixed rentals per year 
as at October 31, 1974 approximate $9,100,000. In the case of 
certain leases, increased rentals may be payable if Inn revenues 
exceed specified amounts. Certain leases provide the company 
with options to purchase the leased properties. The company has 
also entered into agreements to lease additional properties to be 
operated as Inns in the future for 10-30 year periods at annual 
minimum rentals of approximately $2,000,000. 

Under its agreements with Holiday Inns, Inc., the company is 
required to pay royalties and assessments for advertising and 
other services which currently amount to approximately 
$3,000,000 annually. It has also entered into miscellaneous 
equipment leases extending to 1983 which require annual rental 
payments of approximately $1,680,000 ($8,050,000 for the 
remaining terms of the leases). 

Rentals which are determined as a percentage of revenues with 
no minimum amounts are excluded from the calculation of the 
above amounts. 

Under the terms of the agreement relating to the 67% secured 
notes, the company has agreed not to permit minimum annual 
lease obligations on real property located in Canada and 
continental United States to exceed 12% of the net book value of 
the company’s fixed assets located within these two countries. As 
at October 31, 1974, these minimum annual lease obligations 
were less than 12% of the net book value of the applicable fixed 
assets. 


11. Statutory information 


The aggregate direct remuneration paid or payable by the 
company and its subsidiaries to directors and senior officers 
amounted to $624,000 for the year ended October 31, 1974 
($549,000 in 1973). This remuneration includes directors’ fees of 
$14,400 for 1974 and $9,991 for 1973. 

The liability in respect of past service pension costs not provided 
for in the accompanying consolidated financial statements as at 
October 31, 1974 amounts to $475,500. This amount is to be paid 
in annual instalments of $40,800 over the next three years and 
$32,100 over the following ten years. During 1973, past service 
pension costs totalling $41,500 were charged to expense. All other 
pension costs are provided and paid for in the year in which such 
costs are incurred. 


12. Appraisal value of real estate 


Fixed assets and major renovations related to the company’s 
owned Inns (excluding Inns under construction) which are included 
in the accompanying consolidated balance sheet at a net book 
value of $52,137,000 have an appraisal value of $80,100,000 
based on appraisals by Metropolitan Trust Company during 1973 
with subsequent additions at cost. These appraisal values 
represent depreciated replacement cost of all of the Inn assets 
plus a value which has been attributed to the Holiday Inn 
franchises. 


13. Earnings per share 


Earnings per common share have been calculated on the 
weighted average number of common shares actually outstanding 
during the year. Fully diluted earnings per share have not been 
shown as the difference from earnings per share is immaterial. 


Ten Year Financial Review 


Thousands of dollars 


1974 1973 1972 1971 1970 1969 1968 1967 1966 1965 


Results for the year 


Sales—all Inns $109,545 83,896 63,122 44,716 34,561 25,432 17,654 12,454 7,062 3,567 
Sales—excluding managed Inns 99,692 75,909 56,843 43,024 33,259 25432 17,654 12,454 7,062 3,567 
Earnings from Operations* 2,660 2,641 2,165 1,590 1,330 1,176 641 468 112 51 
Cash Flow from Operations** 11,551 9,413 7,660 5,500 4,620 3,877 2,375 1,726 691 384 
Depreciation and Amortization 5,344 3,588 2,786 2,184 1,850 1,379 1,038 778 478 277 


Additions to Plant and Equipment 20,116 28,524 22,990 18460 10,954 10,996 7,653 3,224 5,053 3,081 


Year End Position 


Working Capital 2,128 62 1,956 1,996 716 184 592 (964) (421) ~—(1,447) 
Fixed Assets at Cost 114,217 100,036 75,104 58,823 43,804 32,918 25,025 17,274 -13,967 8,965 
Total Assets 133,335 119,592 89,516 66,243 49,571 36,031 27,052 17,856 15,596 10,502 
Long Term Debt 73,561 70,568 54,322 38,726 32,333 22593 21,545 13,776 12,114 7,462 


Shareholders’ Equity 26,240 19,337 16,593 14,399 8,066 6,783 1,932 1,372 1,015 53 


General Statistics 


Preferred Shares Outstanding 200 4 4 4 4 4 
Common Shares 


—Outstanding 5,318 5,318 5,308 5,305 2,427 2,411 2,050 2,050 2,050 2,000 


—Reserved for Conversion and Options 1,150 550 565 517 3,964 3,959 3,950 675 675 

—Total Outstanding and Reserved 6,468 5,868 5,873 5,822 6,391 6,370 6,000 2,725 2,725 2,000 
Inns in Operation 54 46 39 34 27 23 17 14 10 5 
Rooms in Operation 10,909 9,255 7,400 5,754 4,164 3,499 2,558 2,166 1,441 639 


“Before dividends on preferred shares in applicable years and extraordinary loss of $293,951 in 1974. 
**Cash flow consists of earnings from operations plus charges which do not require an outlay of funds. 
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Ten Years of Growth 


Cash Flow from Operations (millions of dollars) 


i] Managed Inns 
ea Excluding managed Inns 


Total Assets (millions of dollars) 


Earnings from Operations (thousands of dollars) 
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Shareholders’ Equity (millions of dollars) 


Inns and Innkeepers 


British Columbia 
Vancouver-Broadway, Fred Piefke 


Alberta 
Edmonton, Dario Pozzy 
Lethbridge, Randy Pringle 


Manitoba 
Winnipeg-Downtown, Henry Drosse 


Ontario 

Kenora, Paul Wagner 

Thunder Bay, Donald Beard 
Sault Ste. Marie, Peter Pappoulas 
Sudbury, Murray Ede 

Windsor, John Brezsnyak 
Chatham, John Freier 

Sarnia, Ted Isaac 

London-South, Roger Croxall 
London-City Centre (formerly 

London-Downtown), 

Nick Thompson-Wood, Gen. Mgr. 
Kitchener, Donald MacAfee 
Cambridge, Gus Kuppers 
Brantford, Gary Robinson 
Hamilton, Irvine Phillips 
Burlington, Anthony Miele 
St. Catharines, Terrance O’Brien 
Oakville, Martin Larkin 
Toronto-Downtown, Rudy Berger 
Toronto-Don Valley, Bernhard Kainer 
Toronto-Yorkdale, Henning Svendsen 
Toronto-East, Douglas Escott 
Toronto-West, Peter Pattera 
Toronto-Airport, Dokse Perklin 
Oshawa, Gerry Kniehl 
Orillia, Bruce Lee 
Barrie, John Clarke 
Collingwood, Greg Gouthreau 
Owen Sound, Ra/ph Sabourin 
Huntsville, David Wright 
Peterborough, Leonard Moran 
Kingston, Gerrard Leyendeckers 
Cornwall, Rene Cornu 
Ottawa-Centre, Joseph Slomka 
Ottawa-Downtown, Ingo Koch 
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Québec 
Montréal-Longueuil, Guy Warnery 
Montréal-Pointe Claire, Henri Lajoie 
Sherbrooke, Raynald Ouellet 
Québec City-Downtown, 

Georges Villedary 


Nova Scotia 
Halifax-Centre, Robert Moore 
Sydney, Grant Channing 


Michigan 
Port Huron, Kenneth Pfetsch 


New York 
Grand Island-Buffalo/Niagara, 
Ed Schwannecke 


Innkeeper at Large 
Mrs. M. A. Anderson 


Caribbean 

Antigua, Edward Van Empel 
Grenada, Vidar Wilberg 
Barbados, Javier Benavente 
St. Lucia, Malcolm Teixeira 
St. Kitts, Darry! Belazaire 


Port of Spain, Trinidad, Robert Perrin 


Innkeeper at Large, Carsten Flindt 


Portugal 
Madeira, Horst Berl 


France 


Tignes, Val d’lsére, Jean-Pierre Amberg 


United Kingdom 
Plymouth, H. Bosch 


London-Marble Arch, F. V. Ternofsky 
London-Swiss Cottage, Peter Hollaus 


Slough/Windsor, Jan Hubrecht 
Bristol, Tony Forster 
Newcastle, Dudley Osborn 


Under construction 


British Columbia 
Vancouver-Harbour Side, Derek Toms* 


Saskatchewan 
Saskatoon-Downtown, Ed Conrad* 


Ontario 
London-City Centre Tower, 
Nick Thompson-Wood, Gen. Mgr., 
London-City Centre Complex* 
Timmins* 
Wallaceburg* 


Québec 
Montréal-Dominion Square** 


ae 


Caribbean 
Guadeloupe** 


* Opening 1975-— 


** Opening 1976-77 — 


t Jointly operated with Holiday Inns, Inc. 
£ Jointly operated with Atlific Inns, Inc. 


London-Heathrow Airport, Patrick Dignan T 
Birmingham-City Centre, Mike Bastiaanse + 
Dover-City Centre, P. J. Taylor t 
Leicester-City Centre, Wo/f Baumbach T 
Liverpool-City Centre, John Ferguson t+ 
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